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ISSUE NO. 1: SHOULD THE ELECTRIC COMPETITION RULES BE MODIFIED 
REGARDING STRANDED COSTS, IF SO HOW? 

general, the rules offer basic consumer protection policies on stranded costs and any erosion of 
those protections is unacceptable. The definition of stranded costs should remain as is. 
However, ACAA supports the Staff position (I.B. at 23) "to modify the rules to accomplish 
three goals: 1) clarify that there is no guarantee of stranded cost recovery, 2) limit stranded cost 
recovery to minimize the impact of recovery of the effectiveness of competition, and 3) clarify 
that the opportunity to recover stranded costs should be the result of utility efforts to be more 
efficient ." 

The rules should be changed only as much as is needed to fill in necessary details. In 

APS has suggested that the rules should be changed to recover nuclear fuel disposal 
costs in the system benefits charge. ACAA opposes that and agrees with RUCO that nuclear 
fuel disposal costs and decommissioning charges are directly related to generation and should 
be a part of stranded costs not system benefits. 

APS also suggests changing the rules to disallow stranded cost mitigation from profits 
associated with non-regulated or affiliate activities, saying that it is tantamount to denying 
stranded cost recovery. ACAA strongly disagrees, it is the fair use of ratepayer investments 
and an equitable method of mitigation. 
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ISSUE NO. 3: 

As RUCO states (I.B. at 21) stranded cost calculations should include the life span of the 

WHAT COSTS SHOULD BE INCLUDED AS PART OF STRANDED 
COSTS AND HOW SHOULD THOSE COSTS BE CALCULATED? 

generation asset to allow full future economic benefits to be credited to ratepayers since 
ratepayers have paid many years of net economic losses with the expectation of long-term 
benefits of lower than market prices. ACAA has advocated this position from the beginning. 

ACAA continues to recommend that the bottom up, asset by asset approach be used. It 
is the method most fair to consumers and places the burden of proof on the utilities to 
provide evidence of stranded cost for each and every asset or obligation that they believe is 
stranded. In addition, the bottom-up calculation method accounts for any and all assets 
whose market values are greater than their book values. Further, the Rules adequately 
address what should be included and should not be changed. 

ISSUE NO. 6 

Stranded costs should be recovered from utilities and their shareholders, new entrants 

HOW AND WHO SHOULD PAY FOR STRANDED COSTS AND 
WHO, IF ANYONE, SHOULD BE EXCLUDED FROM PAYING STRANDED COSTS? 

to the Arizona market, and consumers who participate in (and expect to benefit from) the 
competitive market. APS asserts that self generation and interruptable customers should be 
responsible for some stranded costs since they rely to some degree on utility generation assets. 
ACAA would agree to the extent that only those customers taking competitive power should 
be subject to stranded cost recovery and supports RUCO (I.B. at 23) in this regard. No one in 
the competitive market should be excluded. 

ACAA disagrees with A P S  and continues to support the rule which states that stranded 
costs may only be recovered from customers served competitively. Consumers not in the 
competitive market are already paying for these stranded assets through their rates and 
should not be subject to double dipping. In our initial brief, ACAA wrote that if it is 
determined that captive or standard offer customers are paying less than their fair share (due 
to an accelerated time period) then it might be appropriate to increase those costs as long as it 
did not raise their rates above regulated 1998 levels. 

ACAA would add at this time that some equitable consideration must be given to low- 
income and residential customers who are not driving this change to competition and are not 
likely to benefit from it. Indeed, APS would prefer that small customers <3mW not be 
allowed the opportunity even to enter the competitive market at the beginning. Therefore, 

2 



APS' proposal to saddle standard offer customers with extra stranded costs is unacceptable and 
should be rejected. Captive customers still on the standard offer should be excluded. 
Residential and low-income customers should not have to pay for any stranded costs 
resulting from competition in which they do not participate. 

The stranded costs to be recovered from consumers receiving competitive services 
should be collected using a non-bypassable distribution access charge applied on a per kWh 
basis to the volume of energy sales to these consumers. 

ACAA also suggests that a portion of stranded costs should be recovered from new 
market entrants; these funds could be collected using a market access charge (or entrance or 
license fee) applied on a per kwh basis to the volume of in-state energy sales. The 
Commission should create a fund which the utilities could draw upon to pay for stranded 
costs. The non-bypassable distribution access charges and the new market entrant access 
charges (or license fees) collected for stranded costs should be deposited in this fund. 

Sharing proposals: 

we maintain it is necessary and appropriate to have some level of cost sharing. A P S  has taken 
the position that sharing proposals are rank regulatory opportunism and are disingenuous 
and deceitful. This is tantamount to the beach bully utility kicking sand in consumers faces 
and calling them names. It is important to remember that low-income and small consumers 
are being dragged into the competitive market while being made to pay for the privilege. If 
the terms disingenuous, and deceitful apply anywhere, they certainly apply to the concept of 
making small consumers pay for something they do not want, may not be able to participate 
in until later (according to the APS proposal), and will likely not see any benefits for many 
years. This scenario reeks of opportunism. If competition is not well crafted, small 
consumers will be eating a steady diet of sand for years to come. ACAA strongly supports that 
stranded costs be shared by all competitive parties. 

Although ACAA has not advocated for a particular level of sharing of stranded costs, 

ISSUE NO. 8: SHOULD THERE BE PRICE CAPS OR A RATE FREEZE IMPOSED 
AS PART OF THE DEVELOPMENT OF A STRANDED COST RECOVERY PROGRAM AND 
IF SO, HOW SHOULD IT BE CALCULATED? 

small consumers will face many risks and have few opportunities to benefit from the 
Multiple parties support a price cap. ACAA maintains that low-income and other 
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competitive market. A price cap is a very meaningful mechanism for protecting small 
consumers. 

ISSUE NO. 9: 
OF STRANDED COSTS? 

Cost reduction is the primary method of mitigation and includes refinancing debt, 

WHAT FACTORS SHOULD BE CONSIDERED FOR MITIGATION 

reducing overheads, renegotiating contracts, retiring uneconomic facilities, and selling excess 
generation capacity. In as much as APS has taken an aggressive approach to reducing costs, 
they should not be penalized. APS customers have enjoyed the benefits of rate reductions 
over several years. It would be appropriate to account for these mitigation activities as long as 
they are not double counted. 

4 



I .. . I '  i 

Original and ten copies of 
t lferegoing fi ed this 
&dayof dd! I 

1998 in: 

Docket Control 
Arizona Corporation 
Commission 
1200 W. Washington 
Phoenix AZ 85007 

Copies of the foregoing 

day of 

Andrew Bettwy 
Southwest Gas Corporation 
5241 Spring Mountain Rd. 
Las Vegas NV 891 02 

Michael Block 
Goldwater Institute 
201 North Central Ave. 
Phoenix AZ 85004 

Tom Broderick 
PG&E Energy Services 
6900 E. Camelback Rd., 
Suite 800 
Scottsdale AZ 85251 

Paul Bullis 
Arizona Corporation 
Commission 
1200 West Washington 
Phoenix AZ 85007 

Bradley Carroll 
Tucson Electric Power 
P.O. Box 71 1 
Tucson AZ 85702 

Webb Crockett 
Fennemore Craig 
3003 North Central Ave., 
Suite 2600 
Phoenix AZ 85012 

Michael Curtis 
Martinez & Curtis, P.C. 
2712 North 7'h St. 
Phoenix AZ 85006 

Carl Dabelstien 
221 1 East Edna Ave. 

Phoenix AZ 85022 

Suzanne Dallimore 
Antitrust Unit Chief 
1275 W. Washington 
Phoenix AZ 85007 

Elizabeth Firkins 
Intl. Brotherhood of Electrical 
Workers 
750 S. Tucson Blvd. 
Tucson AZ 8571 6 

Norman Furuta 
Naval Facilities Engineering 
Command 
900 Commodore Dr., Building 
107 
San Bruno CA 94066 

Rick Gilliam 
Land and Water Fund of the 
Rockies 
2260 Baseline Rd., Suite 200 
Boulder CO 80302 

Barbara Goldberg 
Office of the City Attorney 
3939 Civic Center Blvd. 
Scottsdale AZ 85251 

Michael Grant 
Gallagher & Kennedy 
2600 North Central Ave. 
Phoenix AZ 85004 

Christopher Hitchock 
Hitchcock, Higgs & 
Conologue 
P.O. Box 87 
Bisbee AZ 85603 

Vinnie Hunt 
City of Tucson 
4004 South Park Ave., 
Building 2 
Tucson AZ 85714 

Debra Jacobsen 
Southwest Gas Corporation 
5241 Spring Mountain Rd. 
Las Vegas NV 891 02 

Russell Jones 
O'Conner Cavanaugh Molloy 
Jones 

P.O. Box 2268 
Tucson AZ 85702 

Barb Klemstine 
APS Law Department 
P.O. Box 

Choi Lee 
Phelps Dodge 
2600 N. Central Ave. 
Phoenix AZ 85004 

Roderick McDougall 
City Attorney 
200 W. Washington, Suite 
300 
Phoenix AZ 85003 

Bill Meek 
Arizona Utilities Investors 
Association 
2100 N. Central Ave., Suite 
210 
Phoenix AZ 85004 

William Murphy 
200 W. Washington, Suite 
1400 
Phoenix AZ 85003 

Dan Neidlinger 
3020 N. 1 7'h Dr. 
Phoenix AZ 8501 5 

Doug Nelson 
7000 N. 16'h St., Suite 120- 
307 
Phoenix AZ 85020 

Thomas Pickrell 
Arizona School Board 
Association 
2100 N. Central Ave. 
Phoenix AZ 85004 

Lawrence Robertson 
Munger Chadwick, PLC 
333 North Wilmot, Suite 300 
Tucosn AZ 8571 1 

Terry Ross 
Center for Energy and 
Economic Development 
7853 E. Arapaho Ct., Suite 
2600 
Englewood CO 801 12 



Phyllis Rowe 
Arizona Consumers Council 
6841 N. PI. 
Phoenix AZ 85014 

K.R. Saline 
K.R. Saline & Associates 
160 N. Pasedena, Suite 101 
Phoenix AZ 85004 

Deborah Scott 
RUCO 
2828 N. Central Ave., Suite 
1200 
Phoenix AZ 85004 
Myron Scott 
1628 E. Southern Ave., No. 

Tempe AZ 85282 
9-328 

Lex Smith 
Brown & Bain, P.C. 
2901 N. Central Ave. 
Phoenix AZ 85001 

Albert Sterman 
Arizona Consumers Council 
2849 E. 8'h St. 
Tucson AZ 8571 6 

William Sullivan 
Martinez & Curtis, P.C. 
2716 N. 7'h St. 
Phoenix AZ 85006 

Larry Udal1 
Arizona Municipal Power 
Users Association 
2712 N. 7'h St. 
Phoenix AZ 85006 

Steve Wheeler 
Snell & Wilmer 
400 E. Van Buren St. 
Phoenix AZ 85004 

Jessica Youle 
SRP 
PAB 300 P.O. Box 52025 A 

Betty K.%uitt 
ACAA Energy Programs 
Coordinator 


